NOTE:

CODE OF FEDERAL REGULATIONS
TITLE 47 - TELECOMMUNICATIONS
CHAPTER |
FEDERAL COMMUNICATIONS COMMISSION
PART 65 - INTERSTATE RATE OF RETURN PRESCRIPTION
PROCEDURES AND METHODOLOGIES
USTA PROPOSED REVISIONS

These rules changes do not include any changes currently under consideration in
CC Docket No. 92-133,



Part 68

interstate Rate of Return
Prescription Procedures and Methodologies

USTA proposes to modify the following sections of Part 65 of the
Commission's rules:

Subpart A - General
§63.1 Application of Part 85.

This part establishes procedures and methodologies for Commission
prescription of interstate rates of retum. This part shall apply to those interstate
services and carriers as the Commission shell designate by order. This part
shall not apply to dominant interexchange carriers- subject to price cap
regulation§§-61-41-$weugh-81-40, except as set forth in §§ 65.600(c), 66-704e)
and 85.703(fg) of this chapter. Local exchange carriers subject to price cap

regulations §§-61-41-through-61-48-are exempt from the requirements of this
part with the following exceptions:

(1) carriers that meet the requirements of § 65.200(b) shall be
subject to the filing requirements of Subpart C of this part;

(2) price cap carriers subject-1e-§§-61-41-through-61-49 shall
empioy the prescribed rate of retumn value—caleulated—for
intoretate-access-serviess in complying with any applicable
rules under Parts 36 and Z2.10468 that require a return

component;
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Subpart B - Procedures
§ 85.100 Participation and notice of appearance.

(a) Unchanged

(1)  All local exchange carriers required to file a rate of return
submission pursuant to §85.200 and other interested
persons, including but not limited to other local exchange
carriers and customers for interstate exchange access
service, who intend to perticipate shall file a notice of
appearance stating the beeis of their interest and their intent
to participate. In proceedings to determine the authorized
rate of return for an individual interstate common carrier, the
carrier, and other interesied persons, including but not
limited to customers and members of the public who intend
to perticipate shall file a notice of appearance stating the
basis of their interest and their intent to participate.

(2) Unchanged

(b),(c) Unchanged.

(d) 6 copies of a notice of appearance shall be filed with the Secretary
at least 14 calendar days before the date upon which the initial
local exchange carrier or individual interstate carrier rate of return
submission must be filed.

§ 65.101 Petitions for exclusion from group treatment and individual

(@)

treatment in determining authorized retum for interstate
exchange access service.

Exciusion from the local exchange carrier group and individual
treatment will be granted for a period of two years if the cost of
capital for interstate exchange service, as determined by
application of §§ 65.200 - 65.400, is so low as to be confiscatory
because it is outside the zone of reasonableness for the individual
carrier's required rate of return for exchange services. To make
such 8 showing, the petitioner shall perform a comperable firms
analysis, utilizing the methodologies specified in §65.400, based
upon the interstate operations of the firm for which exceptional
treatment is sought. In this regard, the following independently

QR "
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(b)
(c)

§ 65.108
(@)

audited quarterly data for two calendar years preceding the petition
shall be certified to this Commission and utilized for coefficient of
variation analyses of the local exchange carrier for whom
exceptional treatment is sought:

(1) Financial statements for the local exchange carrier,

(2) Unchanged.

(3) Financial statements of jurisdictionally separated revenues,
expenses, net assets, and rate base for each access service
categoryrate—element as defined in Part Y88 of the
Commission's rules, 47 CFR Y66.1 et seq.

Unchanged.

Filing or grant of a petition for exclusion from the exchange access
group and individual treatment shall not excuse any local
exchange carrier from filing the local exchange carrier submission
regarding interstate exchange access rate of return required by §
65.200. The petition for exclusion and an individually prescribed
rate of return shall be considered concurrently with the unitary
interstate exchange access authorized rate of return.

Proposed findings of fact and conclusions.

Proposed findings and conclusions shaill not exceed 70 double
spaced typewritten pages in length. Reply findings and
conclusions shall not exceed 35 pages. Tables of contents and
tables of citations are not counted in the page limits. All other
contents of and attachments to findings and conclusions are
counted. Iif any local exchange carrier has filed a petition for
exclusion from the intersiate exchange access group and for
individual treatment, participants may file additional proposed
findings. Such additional findings and conclusions are limited to
the requests for exclusion and individual trestment and shail not
exceed S0 peges in length. Reply findings and conclusions shall
not exceed 25 pages.

(b).(c) Unchanged.
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§ 65.200
(a)

(b)

§ 65.201
(@)

(b)

Subpart C - Local Exchange Carriers
State authorized returns for local exchange carriers.

All local exchange carrier holding companies that directly or
indirectly receive interstate revenues from assets that are used, or
have been used, in whole or in part, for the provision of interstate
exchange access functions, or thet have been otherwise assigned,
in whole or in part, through jurisdictional separations to the
interstate jurisdiction, that further meet the criteria specified in this
section, shall file with the Secrelary of the Federal
Communications Commission the information that is specified in §§
65.201 and 65.400.

Notwithstending any other provision of -§ 65.200, paragraph (a)
shall only apply (except as heresfter provided) to those local
exchange carriers and local exchange carrier hoiding companies
that:

(1)(5) Unchanged.

Required filings.

State cost of capitel determinations. Those local exchange carrier
hoiding companies that meet the criteria specified in § 65.200, for
those states in which an local exchange carrier of the holding
company is the principal (or largest, in terms of net assets) local
exchange carrier in the state, shall provide to this Commission:

(1) Each state determined cost of capital that is applicable to
thet firm's intrastate local exchange carrier operations as of

the date of filing;
(2) Unchanged.
(3) Unchanged.
Unchanged.

(1)<7) Unchanged.



Proposed Part 68 Rules

§ 85.400

(a)

(b)
(€)

(d)
(o)

U]

()

Determination of sets of firms that have risk characteristics
that are comparable to interstate exchange access services.

Unchanged.

(1)~(4) Unchanged.

Unchanged.
Unchanged.
(1)-(4) Unchanged.
Unchanged.
Unchanged.
(1)+2) Unchanged.

@)

n ati Cthe-NECA Meionts—of_variation

of—menthiy—NECA—dote—Fer—aubooquent—represcription
filings—The monthly NECA data shall be aggregated into
quarterly NECA expense revenue data to compute
coefficients of variation that are based upon that quarterly
data. Coefficients of variation for comparable firms shall be
caicuiated on the basis of quarterly data. Linear trend iines
are t0 be computed on the besis of ordinary least squares.
The detrended cosfficient of varistion that is to be
caioulated, in each instance, is the standerd devistion from
the ordinary leest squares linear trend line of each data
series divided by the average value of the data series.

Unchanged.

Subpart D - Interexchange Carriers

Determination of comparable firme for carriers other than
local exchange carriers.

Section 65.500 shell apply to those interstate communications,
common carriers, other than local exchange carriers that are so
designated by Commission order.
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(b)
(c)

(d)

(a)

(b)

Unchanged.
Unchanged.
(1)-(3) Unchanged.
Unchanged.

Subpart E - Rate of Return Reports

Rate of return reports.

Subpart E shall apply to those interstate communications common
carriers and local exchange carriers that are so designated by
Commission order.

Each local exchange carrier or group of affiliated carriers which is

not subject to price cap regulation§§-61-41-through-61-48-of-this
ohapter arid which has filed individual access tariffs during the
preceding enforcement period shall file with the Commission, within
three (3) months after the end of each calendar quarter, a quarterly
rate of return monitoring report. Each report shall contain two
parts. The first part shall contsin rate of return information on a
cumulative basis from the start of the enforcement period through
the end of the quarter being reported. The second part shall
contein similar information for the most recent quarter. The final
quarterly monitoring report for the entire enforcement period shall
be coneidered the enforcemert period report. Reports shall be
filed on the appropriate report form prescribed by the Commission
(See § 1.795 of this chapter) and shall provide full and specific
answers to all questions propounded and information requested in
the currently effective report form. The number of copies to be
filed shail be specified in the applicable report form. At least one
copy of the report shall be signed on the signature page by the
responsibie officer. A copy of each report shall be retained in the
principal office of the respondent and shall be filed in such manner
as to be readily available for reference and inspection. Final
adjustments to the erforcement period shall be made by
September 30 of the year following the enforcement period to
ensure that any refunds can be properly reflected in an annual
access filing. —kor—iosal-enuhange—cerriers—subject—to—§8-681-41
through—61-48—of—this—ohapler—final—adiusiments—to—the—final

KRER_R



Proposed Part 85 Rules

(c)

l od — iod—ending_D "

Each interexchange carrier subject to price cap regulation§§
61-41-through-61-48 shall file with the Commission within three (3)
months after the end of each calendar year, the total interstate rate
of return for that year for ail interstate services subject to reguiation
by the Commission. Each such filing shall include a report of the
total revenues, total expenses and taxes, oporaung income, and
the rate base. A copy of the filing shall be retained in the principal
office of the respondent and shall be filed in such manner as to be
readily available for reference and inspection.

K1) Baohloca-exc : #-ofloted-sar
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§ 85.700

(ab)

(be)

(cd)

§ 68.701
(@)

Subpart F - Maximum Allowable Rates of Return

Determining the maximum allowable rate of retum.

. :
”".""m" aliowable-rate-ef-relurn-for—any—exchange Sarriers
“‘l ".""" "" "l".'“'“ "'I “F"'I “'l"‘”" ..l"“ be ““"'""’F‘ Ib"

The maximum allowable rate of return for any local exchange
carrier's overall interstate eernings for all access service
categories shall be determined by adding a fixed increment of one-
quarter of one percent to the local exchange carrier prescribed
rate of return. .

The maximum allowable rate of retum for any dominant
interexchange carrier that is subject to interim Cost Allocation
Manua! shall be determined by adding a fixed increment of one-
halif of one percent to that interexchange carrier's prescribed rate
of retum. The maximum allowsble rate of retum shall apply to
each Interim Cost Allocation Manual category.

The maximum allowabie rate of retum for rates filed by local
exchange carrier subject to § §1.4164-50 shall be determined by
adding a fixed increment of one and one-half percent to the
carriers presubscribed rate of retum.

Period of review.
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§ 65.702
(a)
(b)

(c)

Measurement of interstate service earnings.

Unchanged.

For local exchange carriers, overall interstate earnings shall be
Measured—eeparailoly—ior—enth-—a00088—00rvics—oategory for
purposes of determining compliance with the maximum allowable
rate ofnwm dot«mimd by 66.700{a). The—800088—Service

information—§-86-100: Competitive Market Area Services shall
be excluded for the purposes of this part. The Billing and

Coliection categoryacesss—-element shall not be included in-any
mm-fapm«ofmm m

rundmnuparmlyforuchﬂudym;providod. however
that if the carrier has filed or concurred in access tariffs
aggregeting costs and rstes for two or more study areas, the
eamings will be determined for the aggregated study areas rather
than for each study area separately. if an local exchange carrier
has not utilized the same level of study area aggregation during
the entire two-year eamings review period then the carrier's
will be measured for the entire two-year period on the
of the tariffs in effect at the end of the second year of the two
year review period; provided, however, that if tariffs representing a
higher level of study aree aggregation were not in effect for at least
eight months in the second year, then the carrier's eamings will be
measured on the basis of the study area level of aggregation in

£ g
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§ 65.703

(a)

(b)

(c)

effect for the majority of the two year period; provided further, that
any carrier that was not 8 member of the Nationai Exchange
Carrier Association or other volumtery pools for both years of the
two-year review period will have its earnings reviewed individually
for the full two-year period.

Refunds.

For non-price cap carriers-not-eubbject-1o-8§-81-41-through-814-48,
refunds shall be effected avlematically—if a carrier's interstate

eaminge-—fer-any—catogory—of-osorvises, as set forth in § 65.702,
exceed the maximum alowable rate of retumn. In determining

whether a carrier's eamings exceed the maximum aliowable rate of
return, the reports filed by a carrier shan be deemed conclusively
binding on the carrier. .

Neotwithotanding—8§—80-2(b)—rRefunds shell be effected by
subsequert period reductions in the carriers revenue requirements

10r-1N0-200005-0loMmenis-hat-0amed-requiremerte—for—the-access
olomante-that-sarned in excess of the maximum allowable rate of

returmn; provided, however, that a carrier may, at its option, make
payments directly to the customers responsibie for the

- OVEreamings as a means of providing refunds. A carrier making

refunds directly to customers shalt distribute the refund to each
customer in proportion to the revenues for—that-category—paid by
each customer during the review period.

The base amount of the refund shall be computed for Switching,
Tm Public Pollcy or Oﬂnmm

categories
by determining the doliar amount of revenues that resuited in
eamings that exceeded the carriers’ average net investment during
the review period muitiplied by the maximum allowable rate of
retum. In addition, the amount of the refund shall include interest
computed by multiplying the maximum aliowable rate of return
apressed as an annual interest rate, times the base amount of the
refund, for the period beginning on January 1 of the year after the
ond of the samings review penod in which the carrier overearned,
and the ending at the midpoint of the period in which the tariff
reflecting the reduced revenue requirement is scheduled to be in
effect; provided, however, that if 8 carrier elects to make a refund
directly to customers, the interest shall accrue only until payment is
made to the customer.
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()

(de)

(of)

(fg)

For local exchange carriers tariffs refiecting the revenue
requirement reductions effectuating the refund shall be filed by the
carrier to become effective no ister than January 1 of the year
following the submission of the final report for the earnings review

period.

For interexchange carriers subject to this part, but not subject to
price cap regulation§§-61-41-through-81-40, tariffs reflecting the
revenue requirement reductions effectuating the refund shall be
filed on 45 days' notice no later than 60 days after submission of
the final report for the earnings review period.

For interexchange carriers subject to price cap regulation§§
64-411threugh—81-49 of this chapter, refund obligations incurred
prior to the date their teriffs filed pursuant to price cap
reguiation§§-61-41—through—81-40 take effect for the first tlme
shall be effectuated by an adjustment to the applicable Actual Price
index, Service Band Index, and Price Cap index (as defined in §
61.3 of this chapter). Carriers making an adjustment to effectuate
any outstanding refund requirements from the final enforcement
period shall make such adjustments no later than during the next
scheduled annual price cap adjustment tariff filing following the
submission of the final enforcement report. The adjustment shall
be designed to compiete the required refund within 12 months,
following which the Actual Price Index, the Service Band index, or
the Price Cap Index shall be adjusted to remove the effect of the
adjustment.

Sk 44



MODIFICATION SYNOPSIS
PART 69 - ACCESS CHARGES

Subpart A - General

69.1
69.2
69.3
69.4
69.5

 Application of access charges

Definitions

Flling of access service tariffs
Charges to be filed

Persons to be assessed

Subpart B - Computation of Charges

69.101
69.103
69.104
89.108
69.108
69.107
69.108
69.109
69.110
68.111
69.112
69.113

69.114
60.115
69.116
66.117
69.118
69.119

69.120
69.121

69.122
69.123
69.124
80.125
66.128
69.127
69.128

General

Limited pay telephone

End user common line

Carrier common line

Local switching

Equel access

Transport rate benchmark
information

Entrance facilities
Tandem-switched transport
Direct-trunked transport
Non-premium charges

for MTS-WATS equivaient services
Special access

Special access surcharges
Universal service fund

Lifeline assistance

Traffic Seneitive Switched Services
Basic Service element expedited
approval process

Line information database
Connection charges for

expanded interconnection
Contribution charges for apecial access
Density pricing zones for special access
Interconnection charge

Dedicated signalling transport
Nonrecurring charges

Effective rate structure dates
Biling Name and Address

Moved to Y.1
Moved to Y.2
Moved to 81.44
Deleted
Deleted

Deleted
Deleted
Moved to Z2.108
Moved to Z.108
Deleted
Deleted
Deleted
Deleted
Deleted
Deleted
Deleted

Deleted
Deleted
Moved to 2.107
Moved to Z2.102
Moved to 2.103

Deleted

Moved to Z.110
Moved to Z2.111

2

Moved to Z.108

Hi



Subpart C - Computation of Translion Charges

69.201
69.203
69.204

69.205

General

Transitional end user common line charges
Optional siternative carrier common

line tariff provisions

Transitional premium charges

Subpart D - Apportionment of Net Investment

89.301
89.302
69.303

69.304
69.305
69.308
69.307
69.308
89.309
69.310

General

Net investment

information originationtermination
equipment (I10T)

Subscriber line cable and wire facilities
Cabie and Wire facilities (C&WF) )
Central office equipment (COE)

Genersl support facilities

Equel access equipment

Other investment

Capital leases

Subpart E - Apportionment of Expenses

69.401
69.402
60.403
69.404

69.405
69.406

69.407
69.408
69.409
69.410
68.411
69.412

69.413
69.414

Direct expenses
Operating taxes (Account 7200)
Marketing expense (Account 8810)

Telephone operator services expenses
in Acoount 8820

Published directory expenses in Account 8620
Local business office expenses in
Account 6820

Revenue accounting expenses in
Acoount 86620

All other customer services expenses
in Account 6620

Corporate operations expenses
(Accounts 6710 and 8720)

Equal access expenses

Other expense

Non participating company
payments/receipts

Universal service fund expenses
Lifefine assistance expenses

Deleted
Deleted

Moved to Z.201
Deleted

Moved to Y.402, Y.502
Moved to Y.403, Y.503

Moved to Y.404, Y.504
Moved to Y.408, Y.505
Moved to Y.408

Moved to Y.407, Y.508
Moved to Y.408, Y.507
Moved to Y.400

Moved to Y.410, Y.508
Moved to Y.411, Y.509

Moved to Y.412, Y.510
Moved to Y.413, Y.511
Moved to Y.414, Y.512

Moved to Y.415
Moved to Y.418

Moved to Y.417, Y.513
Moved to Y.418, Y.513
Moved to Y.419, Y.515
Moved to Y.420, Y.516
Moved to Y.421

Moved to Y.422, Y.517
Moved {0 Y.423

Moved to Z.102(a)
Moved to Z.103(a)



Subpart F - Segregation of Common Line Element Revenue Requirement

69.501
69.502

General
Base factor allocation

Subpart G - Exchange Carrier Association

69.601
69.602
69.603
69.604
69.605
69.606
69.607
69.608
69.609
69.610
69.611

69.612

Exchange carrier association
Board of directors
Association functions

Billing and collection of access charges

Reporting and distribution of pool
access revenues

Computation of average schedule
company payments

Disbursement of carrier common
line residue

Carrier common line hypothetical
net balances

End user common line hypothetical
net balance

Other hypothetical net balances
Effect of optional aiternative carrier
common line tariff provisions and
end user common line surcharges
Long term and transitional support

Moved to Z.301
Moved to Z.301

Moved to Z.401
Moved to Z.402
Moved to Z.403
Moved to Z.404
Moved to Z.405
Moved to Z.408
Moved to Z.407
Moved to Z.408
Moved to Z.409
Moved to Z.410

Moved to Z.411
Moved to Z2.109
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Subpart A - General

§ 69.1  Appiication of access charges'
§ 69.2 Definitions’
§ 69.3  Filling of accees service tarifie’

! Moved to V.1
2 Moved to Y.2
3 Moved to 61.44

69-1



Existing Part 869 Rules




Existing Part 69 Rules

carriers-in-all-study-areas-:

Subpart B - Computation of Charges
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